Social anxiety due to rejection sensitivity (RS) exacerbates psychosis-like experiences in the general population. While reduced dorsal anterior cingulate cortex (dACC) activity during social rejection in high schizotypy has suggested self-distancing from rejection, earlier stages of mental processing such as feature encoding could also contribute to psychosis-like experiences. This study aimed to determine the stage of mental processing of social rejection that relates to positive schizotypy. Forty-one healthy participants were assessed for schizotypy and RS. Event-related potential amplitudes (ERPs) were measured at frontal, temporal and parieto-occipital sites and their cortical sources (dACC, temporal pole and lingual gyrus) at early (N100) and late (P300 and late slow wave, LSW) timeframes during rejection, acceptance and neutral scenes. ERPs were compared between social interaction types. Correlations were performed between positive schizotypy (defined as the presence of perceptual aberrations, hallucinatory experiences and magical thinking), RS and ERPs during rejection. Amplitude was greater during rejection than acceptance or neutral conditions at the dACC-P300, parieto-occipital-P300, dACC-LSW and frontal-LSW. RS correlated positively with positive schizotypy. Reduced dACC N100 activity during rejection correlated with greater positive schizotypy and RS. Reduced dACC N100 activity and greater RS independently predicted positive schizotypy. An N100 deficit that indicates reduced feature encoding of rejection scenes increases with greater positive schizotypy and RS. Higher RS shows that a greater tendency to misattribute ambiguous social situations as rejecting also increases with positive schizotypy. These two processes, namely primary bottom-up sensory processing and secondary misattribution of rejection, combine to increase psychosis-like experiences.
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Introduction
Social anxiety is the expectation of being embarrassed or seen in a negative light by others (Lysaker et al., 2010) and is a common comorbidity of schizophrenia (Achim et al., 2011; American Psychiatric Association, 2013) . In particular, rejection sensitivity (RS) is a type of social anxiety where the person believes he/she is being rejected in ambiguous interpersonal situations and overreacts to disengagement expressed by others (Downey & Feldman, 1996) . The person then seeks reassurance, feels vulnerable about their relationships, and/or shows retaliation and aggression (Grant & Beck, 2009; Langens & Schuler, 2005; Lemay & Clark, 2008; Sinclair, Ladny, & Lyndon, 2011) . Social anxiety can increase psychosis-like experiences (PLEs) in vulnerable populations (Bentall, Claridge, & Slade, 1989; Olin & Mednick, 1996; Raine et al., 1994) and exacerbate positive symptoms of psychosis, such as paranoia and delusions, via different pathways including avoidance (Achim et al., 2013; Lysaker et al., 2010) . Likewise, RS increases with greater general psychopathology in individuals at risk for psychosis (Morrison et al., 2006) and is greater-than-normal in individuals with schizotypal personality disorder (Torgersen et al., 2002) . Research clearly indicates that general anxiety (neuroticism) relates to schizotypy (Barrantes-Vidal, Ros-Morente, & Kwapil, 2009; Ettinger et al., 2005) , where the relation is influenced by both genetic and environmental factors (Macare, Bates, Heath, Martin, & Ettinger, 2012) . Furthermore, the presence of RS across the psychosis continuum (Kwapil, Brown, Silvia, Myin-Germeys, & Barrantes-Vidal, 2012; Morrison et al., 2006; Torgersen et al., 2002 ) might be such that the RS-positive schizotypy association is strengthened by anxiety (Kwapil et al., 2012) . However, the relation between RS and positive schizotypy is the result of on-going social interaction rather than heritable familial traits (Torgersen et al., 2002 
